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SUBJECT: PAKISTAN/ BANGLADESH DEBT 
REFERENCE: ROME 3613 ( NOT AL) 

1. ON MAY 10, DR. BAFT, I. ITALIAN TREASURY OFFICIAL 
RESPONSIBLE FOR AID TO LDC' S, ACKNOWLEDGED THAT 
PAKISTANI SPECIAL ENVOY MUNTAZ ALI BHUTTO HAD 

SEEN TREASURY MINISTER MALAGODI. HOWEVER, BAELI HAD 
NOT YET HEARD REPORT OF OUTCOME OF MEETING. 

2. BAELI HAD PARTICIPATED IN EARLIER MEETING OF 
PAKISTANI AMBASSADOR TO ITALY WITH HIGH REPRESENTATIVES 
OF DIFFERENT ITALIAN MINISTRIES WHEN AMBASSADOR MADE 
ARGUMENT JUSTIFYING SUSPENSION OF DEBT REPAYMENTS ON 
JULY 1 ON THE PART OF PAKISTANI DEBT ATTRIBUTABLE TO 
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BANGLADESH. BAELI SAID THAT OUTSTANDING ITALIAN CREDITS 
TO PAKISTAN AS OF END APRIL TOTALLED 125 BILLION LIRE 
(ABOUT DOLS 212 MILLION AT DOLS 1.00 EQUALS 590 LIRE), OF WHICH 
ABOUT 110 BILLION LIRE ( DOLS 186 MILLION) WAS ATTRIBUTABLE 
TO PAKISTAN, WITH REMAINING ATTRIBUTABLE TO FORMER 
EAST PAKISTAN. ALTHOUGH BAELI HAD RECOMMENDED TO 
MINISTER MALAGODI THAT ITALY PRESS FOR CONTINUED PAYMENT 
OF PAKISTANI DEBTS, BAELI WAS SYMPATHETIC TO EQUITY 
ARGUMENT BY PAKISTANIS AND IMPLIED THAT HIGH- LEVEL 
POLITICAL EFFORT BEING MADE DURING BHUTTO VISIT COULD 
SWAY ITALIANS TO BE SYMPATHETIC. 

3. FACT THAT VERY LARGE PART OF ITALIAN CREDITS TO 
PAKISTAN WOULD CONTINUE TO BE HONORED AFTER JULY 1 . 

EVEN IF PAKISTAN CESES PAYMENTS ON BANGLADESH PORTION, 

MEANS THAT THERE IS RELATIVELY LITTLE PRESSURE ON 
ITALIANS TO INSIST ON PAKISTAN' S HONORING OLD EAST 
PAKISTAN’ S DEBTS. 

4. IN SEPARATE CONVERSATION MAY 10, FOREIGN MINISTRY 
OFFICE DIRECTOR FOR ASIAN ECONOMIC AFFAIRS TOLD EMBOFF 
THAT BHUTTO HAD ALSO MET WITH FOREIGN TRADE MINISTER 
MATTEOTTI. MFA OFFICIAL THOUGHT THAT NOTHING HAD BREN 
DECIDED ON DEBT DIVISION DURING ROME DISCUSSIONS. 

HE SAID ITALY WOULD CONTINUE CONSULT MULTILATERALLY 
WITH OTHER DONORS ON DEBT QUESTION. DECONTROL 12/31/77. VOLPE 
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